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On March 22, President Gonzalo Sanchez de Lozada's administration called on foreign investors
to begin submitting bids to purchase the state electric company Empresa Nacional de Energia
Electrica (ENDE) and the telecommunications enterprise Empresa Nacional de Telecomunicaciones
(ENTEL). The announcement marks the formal initiation of the "state capitalization plan" (plan de
capitalizacion), a novel privatization program that the government began preparing in early 1994.
In late 1993, the Sanchez de Lozada administration announced plans to sell off Bolivia's six large
state monopolies, which, in addition to ENDE and ENTEL, include the public railroad company
ENFE, the state smelting firm ENAF, the government petroleum industry YPFB, and the state airline
LAB. During 1994, the government drew up an array of legal reforms to prepare for the privatization
of those firms, and throughout the year it carried out a broad study of the financial status and assets
of the companies (see NotiSur, 07/21/94, 08/25/94, 11/03/94, and 12/01/94).
The announcement, then, that the government is ready to accept bids for the electric and
telecommunications industries marks the formal start of the privatization program. The program is
called the capitalization plan since the government intends to reinvest most of the proceeds from the
privatizations directly back into the firms that are sold to "recapitalize" them. Under the plan, up to
50% of shares in the six monopolies will be offered to the private sector. The remaining stock will be
evenly divided among all Bolivians over 18 years of age through a special government pension fund
set up for that purpose. In the case of ENTEL, the government expects broad international interest in
the firm given the Sanchez de Lozada administration's decision to grant an eight-year monopoly on
all domestic and international telephone services to the winning bidders.
The government, which estimates the firm's value at US$200 million, will demand that the new
owners demonstrate complete financial solvency and a record of efficiency in their operations in
other countries. In particular, the government wants a guarantee that the winning bidders will
be able to provide 24-hour repair service for all damaged telephone lines, a 30-day maximum
response period to install new telephone lines when start-up service is requested, and a substantial
improvement in the country's long distance services. The government will expect the new owners
to substantially increase telephone infrastructure in the country, with a target of seven telephones
per 100 inhabitants by the year 2000, compared with 3.1 telephones per 100 persons at present.
According to Alfonso Revollo, head of the newly formed Ministry of Capitalization which was
created to oversee the privatization program about 30 foreign companies and consortia have already
expressed interest in ENTEL, including US, European, Asian, and even Latin American firms.
In July, the government will begin comparing the bids it has received, and it expects to transfer the
firm to the winning bidders before year-end. Still, the government must overcome some political
hurdles before it sells ENTEL. The legislature must approve the bill submitted by the executive that
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would grant the new owners of ENTEL an eight-year monopoly. Although the government controls
97 of the 157 seats in Congress through a party coalition that includes the governing Movimiento
Nacional Revolucionario (MNR) and two other parties, the bill faces stiff opposition. The private
sector has sharply criticized the bill since the purpose of privatization is to dissolve state monopolies
and open the telecommunications sector to free-market competition. Therefore, some business
organizations are lobbying for a shorter monopoly period for the winning bidders. In addition,
ENTEL workers around the country began partial labor stoppages in mid-March to protest the
government's privatization plans. Like the private sector, the workers also object to the eight-year
monopoly plan, since it would put 22 independent telephone cooperatives which now handle most
domestic telephone services around the country out of business. At present, the government directly
handles long distance services, but ENTEL contracts out most domestic services to the cooperatives.
As for the electric company ENDE, 31 foreign and domestic companies and consortia have so far
expressed interest in bidding on the firm. Among other assets, the government will sell off the huge
Corani, Guaracachi, and Valle Hermoso electric generating plants. The government expects that
the new owners will substantially upgrade ENDE services, with the goal of eventually selling excess
electricity to neighboring countries, which include Peru, Chile, Brazil, Argentina, and Paraguay.
Meanwhile, in February the government hired the Denver- based Behre Dolbear & Co. the oldest
mining consulting firm in the US to evaluate the benefits of selling off mining assets held by the
state-run Corporacion Minera de Bolivia (COMIBOL).
In mid-1994 the government decided to auction off concessions to private companies to explore
and exploit mineral deposits on some one million hectares of land owned by the state, but the
government had discarded the direct privatization of COMIBOL assets, which include both mines
and processing plants. The government has paid US$1 million to Behre Dolbear to evaluate the
assets of 11 undeveloped tin, lead, silver, and zinc properties; two inactive mining operations; and
four smelters. According to Don Miller, director of strategic management and planning at Behre
Dolbear, the firm will examine cultural, social, environmental, and labor issues that could present
obstacles to the privatization effort.
"The national union obviously has concerns about going back to a time when foreign investors
came in and took more out than they put in," said Miller, referring to the time prior to the 1950s
when mining operations were still in private hands. "It feels it must protect the people's rights." A
miners' revolt in 1952 led to the nationalization of the mines that same year. Since the early 1980s,
the national miners' union (Federacion Sindical de Trabajadores Mineros de Bolivia, FSTMB) has
directly run much of COMIBOL's operations. According to Miller, Behre Dolbear plans to work with
COMIBOL and maintain a dialogue with labor unions to put a privatization plan in place sometime
within the next five months. "The idea at this time is to assess the value of the mines, smelters,
and exploration properties, look at the optimum production scenarios and group them into units
that would be of maximum value to investors," said Miller. (Sources: Notimex, 03/20/95, 03/22/95;
Journal of Commerce, 02/24/95; Reuter, 03/26/95; Agence France-Presse, 01/17/95, 03/26/95, 03/27/95,
03/29/95)
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